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The Auditing Standards Board 
(ASB) of the American Institute of 
Certified Public Accountants (for­
merly called the Auditing Standards 
Executive committee or AudSEC) is 
responsible for issuing Statements 
on Auditing Standards (SASs), in­
terpretations of auditing standards 
and audit guides.
Since this column last reported on 
new SASs in the January, 1979, 
issue, nine Statements have been 
released. Several of these State­
ments are in response to standards 
of the Financial Accounting Stand­
ards Board or governmental agen­
cies providing expanded disclosures 
of financial information or of the 
effectiveness of systems of internal 
accounting control. Other State­
ments essentially involve clarifica­
tion of authority and responsibility 
for standard setting within the Amer­
ican Institute or are necessary to 
adapt auditing standards for 
changes caused by accounting and 
review services standards for non­
public entities. Finally, the ASB has 
issued Statements providing more 
guidance to auditors on such mat­
ters as analytical review procedures 
and evidential matter.
Official Pronouncements
Following are summaries of seven 
of the Statements issued from Octo­
ber, 1978 to August, 1980. SASs are 
effective when issued unless another 
effective date is specified.
• SAS No. 23: The third standard 
of field work requires that sufficient, 
competent evidential matter be ob­
tained upon which to base an audit 
opinion. This evidence is obtained 
through substantive tests, which 
consist of “tests of details of transac­
tions and balances and ... analyti­
cal review of significant ratios and 
trends and resulting investigation of 
unusual fluctuations and questiona­
ble items” (SAS No. 1, section 
320.70, before amendment by SAS 
No. 23).
The purpose of SAS No. 23, 
“Analytical Review Procedures,” is 
to provide guidance to the auditor 
regarding the analytical review com­
ponent of substantive tests. The 
Statement was issued in October, 
1978.
The Statement does not require 
use of analytical review procedures, 
but it does indicate the types of 
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an auditor may employ and con­
siderations involved in selecting the 
procedures to be used. The timing of 
analytical review procedures will 
vary depending upon the auditor’s 
objective. The extent of analytical 
review procedures will depend on 
the nature of the entity, the scope of 
the engagement, the type and 
reliability of financial and relevant 
nonfinancial information available 
and the type and comparability of in­
dustry data available to the auditor. 
The Statement also discusses fac­
tors to be considered in selecting 
procedures for investigating signifi­
cant fluctuations disclosed by 
analytical review procedures.
• SAS No. 24: “Review of Interim 
Financial Information,” SAS No. 24, 
was issued effective for reports on fi­
nancial information for interim 
periods ending on or after March 31, 
1979. In keeping with the separation 
of authority within the AICPA for 
unaudited statements of public and 
nonpublic entities, SAS No. 24 ap­
plies only to reviews of interim finan­
cial information of public entities. 
This Statement supersedes SAS No. 
10 dealing with procedures for 
limited reviews of interim financial 
information and SAS No. 13 dealing 
with reports based upon limited 
reviews.
The nature, timing and extent of 
the review procedures under State­
ment No. 24 are essentially the same 
as those previously required by SAS 
No. 10. For reviews of public entities, 
the major effect of the Statement, 
then, is to replace the two different 
forms of accountants’ reports with a 
single form of report expressing 
limited assurance on the interim fi­
nancial information. The form of the 
accountant’s report is no longer 
determined by whether the report is 
intended for use by the board of 
directors, by stockholders or by 
regulatory agencies.
The accountants’ report should in­
clude the following:
• a statement that a review of in­
terim financial information was 
made in accordance with stand­
ards established by the American 
Institute of Certified Public Ac­
countants,
• an identification of the entity and 
the financial information reviewed,
• a description of the types of pro­
cedures encompassed within a 
review,
• a statement that a review is subs­
tantially less in scope than an 
audit and that no opinion is ex­
pressed on the financial informa­
tion, and
• a statement whether the accoun­
tant is aware of any material 
modifications which should be 
made in order for the financial in­
formation to be in accordance with 
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generally accepted accounting 
principles.
In addition to issuing a report, the 
accountant is expected to make sure 
that each page of the interim finan­
cial information is marked as 
“unaudited.”
Statement No. 24 provides guid­
ance as to review report modifica­
tions required for instances involv­
ing financial information materially 
affected by a departure from 
generally accepted accounting prin­
ciples and for cases in which adequ­
ate disclosures are not made. The 
Statement discusses interim infor­
mation contained in audited finan­
cial statements, use of engagement 
letters, and other related matters 
while referring the accountant to ex­
isting auditing standards for guid­
ance on such matters as subsequent 
events.
• SAS No. 25: In recognition of the 
AICPA’s designation of the Quality 
Control Standards Committee as the 
senior technical committee 
authorized to issue pronouncements 
on quality control standards, the 
ASB issued SAS No. 25, “The Rela­
tionship of Generally Accepted 
Auditing Standards to Quality Con­
trol Standards,” in November, 1979. 
Statement No. 25 establishes a 
general requirement that a firm of in­
dependent auditors is responsible 
for establishing quality control 
policies and procedures which pro­
vide reasonable assurance that 
generally accepted auditing stand­
ards are being met.
In adopting a general requirement, 
SAS No. 25 supersedes SAS No. 4, 
which had provided nine specific 
quality control considerations. Con­
current with the ASB action, the 
Quality Control Standards Commit­
tee issued its first statement incor­
porating the nine considerations of 
SAS No. 4. Therefore, SAS No. 25 
reaffirms that a CPA firm shall have 
quality control policies and pro­
cedures for audits. It also recognizes 
the authority of the Quality Control 
Standards Committee to set such 
standards as they relate to individual 
audit engagements and to the con­
duct of the firm’s audit practice as a 
whole.
• SAS No. 26: “Association With 
Financial Statements,” SAS No. 26, 
was issued in November, 1979. State­
ment No. 26 became necessary to 
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update auditing standards for 
changes caused by separate stand­
ards for accounting and review serv­
ice engagements of nonpublic en­
tities. Essentially, this Statement 
reaffirms prior understanding of ins­
tances in which an accountant is 
considered to be associated with fi­
nancial statements. Statement No. 
26 provides that the disclaimer of 
opinion report remains unchanged 
for unaudited financial statements of 
public entities. Examples are pro­
vided for disclaimers of opinion 
when the unaudited financial state­
ments of a public entity are pre­
sented on a comprehensive basis of 
accounting other than generally ac­
cepted accounting principles, for 
cases in which the accountant is not 
independent with respect to the 
public entity, and for presentations 
of unaudited and audited financial 
statements in comparative form.
This Statement applies to public 
entities unless specifically excepted 
by another SAS and to nonpublic en­
tities when the accountant has been 
engaged to examine the financial in­
formation in accordance with 
generally accepted auditing stand­
ards. SAS No. 26 refers the accoun­
tant to Statements on Standards for 
Accounting and Review Services for 
guidance in instances involving non­
audit services for nonpublic entities.
SAS No. 26 provides that the 
accountant may give expressions of 
negative assurance only in those in­
stances specifically recognized as 
acceptable by standards established 
by the AICPA, such as letters for un­
derwriters.
• SAS No. 27 & No. 28: One ap­
proach used by the Financial Ac­
counting Standards Board and the 
Securities and Exchange Commis­
sion in recent years to deal with the 
problem of furnishing desirable fi­
nancial information to investors and 
other users has been to require that 
certain additional types of informa­
tion be furnished outside of the fi­
nancial statements. SAS No. 27, 
“Supplementary Information Re­
quired by the Financial Accounting 
Standards Board,” and SAS No. 28, 
“Supplementary Information on the 
Effects of Changing Prices,” have 
been issued to provide guidance to 
auditors of companies furnishing 
this information outside the financial 
statements. SAS No. 27 is effective 
for examinations of financial state­
ments for periods ending after 
December 24, 1979.
Statement No. 27 specifies certain 
limited procedures which the auditor 
should apply to supplementary infor­
mation required by the Financial Ac­
counting Standards Board. These 
procedures include inquiries of man­
agement regarding the methods 
used in preparing the information; 
comparison of the information for 
consistency with responses; com­
parison of the information for consis­
tency with responses of manage­
ment responses in the written repre­
sentation letter; application of pro­
cedures required by other SASs; and 
specific inquiries regarding any in­
formation which the auditor, as a 
result of the procedure above, 
believes may not be measured or 
presented properly.
The auditor’s report need not refer 
to the supplementary disclosures 
unless required supplementary infor­
mation is omitted, unless the auditor 
believes that the supplementary in­
formation materially departs from Fi­
nancial Accounting Standards 
Board requirements, or unless the 
auditor is not able to complete the 
procedures specified. The auditor 
should make sure that each page of 
the supplementary information is 
marked “unaudited.”
SAS No. 28, which was issued in 
June, 1980, expands the guidance of 
SAS No. 27 as to specific inquiries of 
management regarding manage­
ment judgements made concerning 
measurement and presentation of 
supplementary information on the 
effects of changing prices which are 
included in the financial reports and 
to compare these explanations and 
discussions for consistency with the 
audited financial statements and 
supplementary information on the 
effects of changing prices.
As with SAS No. 27, Statement No. 
28 requires the audit report be ex­
panded to refer to supplementary in­
formation on the effects of changing 
prices if the management narrative 
included in the financial reports con­
tains a material misstatement of fact 
or if it is not consistent with the fi­
nancial statements or other supple­
mentary financial information.
Statements No. 27 and No. 28 must 
be read along with SAS No. 8 and 
No. 29 to fully interpret the auditor’s 
reporting responsibilities in varying 
circumstances discussed.
• SAS No. 29: Statements No. 27 
and No. 28 deal with audit pro­
cedures and reporting for certain 
supplementary information outside 
the financial statements which is in­
cluded in client-prepared docu­
ments. SAS No. 8 discusses the audi­
tor’s responsibilities when the audit 
report is included in client-prepared 
documents which contain other 
unaudited information. In contrast, 
SAS No. 29, “Reporting on Informa­
tion Accompanying the Basic Finan­
cial Statements in Auditor-Submitted 
Documents,” provides guidance on 
reporting when the auditor submits a 
document containing audited or 
unaudited data in addition to the 
basic financial statements. State­
ment No. 29 supersedes SAS No. 1, 
section 610, on long-form reports 
and is effective for audit reports 
dated after December 30, 1980.
Statement No. 29 makes it clear 
that the auditor’s reporting objective 
in cases involving information ac­
companying the basic financial 
statements in an auditor-submitted 
document is to describe the 
character of the auditor’s examina­
tion of this information and the 
degree of responsibility, if any, 
which the auditor is taking for the 
accompanying information. 
Specifically, the report should indi­
cate the following:
• that the purpose of the examina­
tion was to form an opinion on the 
basic financial statements taken 
as a whole,
• an identification by title or, 
perhaps, by page number of the 
accompanying information,
• that the accompanying informa­
tion is presented for purposes of 
additional analysis and that it is 
not a required part of the basic fi­
nancial statements, and
• either an opinion on whether the  
accompanying information is 
fairly stated in all material 
respects in relation to the financial 
statements taken as a whole or a 
disclaimer of opinion on the ac­
companying information.
SAS No. 29 provides examples of 
reports which may be used and gives 
additional guidance to the auditor in 
certain special circumstances. The 
examples include an audited supple­
mentary information report, a dis­
claimer report on all of the supple­
mentary information, a disclaimer 
report on part of the supplementary 
information, a qualified report, and 
an opinion on supplementary con­
solidating information.
Reporting under SAS No. 27 is 
modified to the extent that the audi­
tor must specifically report on any 
supplementary information required 
by the FASB if the information is to 
be included in an auditor-submitted 
document. Ω
